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Abstract 
 
 
 The objective of this study is to shed light on the determinants of foreign direct 
investment (FDI) in Asian developing countries and their impact on industrial growth. In 
order to undertake it, we perform an econometric model based in panel data analysis for 9 
countries (such as ASEAN 6, China, India, and Korea) for the 1999-2004 periods. We 
estimate the simultaneous equation using panel data estimation with fixed effect and 
random effect. Among the major conclusions we have that the FDI is determined by 
country risk and variables related to macroeconomic indicators like inflation, risk, 
economy’s degree of openness and average rate of economic growth, average rate of 
world economic growth, and level of  education. The results also show that the FDI has 
been closely associated with corruption perception index and performance of FDI in the 
past. However the other variables, such as the global competitive index and rank of 
investment performance and potential have no more influential on FDI inflows. Finally, we 
have that the growth of industrial sector is positively related to the FDI inflows.  
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1  Artikel ini adalah versi awal yang telah dipresentasikan di Simposium Riset Ekonomi III – ISEI Surabaya 
di Universitas Kristen Petra Surabaya, 24 Nopember 2007  
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